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QUESTI OV ANSER SESSI ON |

CHAI RVAN  JANMES: | should tell you that because we

started early, our final panelist has yet to arrive. Having said

that, what 1'd like to do is go ahead and have our Q and A at

this point and then we will hear from hi mupon his arrival. Wth
that, I'd like to open it up to the Conm ssioners.
COW SSI ONER BI BLE: For M ss Schnei der. If it's

possible to regulate the Internet, why is it inpossible to
prohi bit gamng activity on the Internet?

M5. SCHNEI DER: | think again you have to |ook at
separating out the Internet fromthe ganbling product. Actually
quite frankly, having taken a peek at M. Bell's testinony, |
think he will address that nore on why it's very, very hard to
deal with it from the standpoint of building an electronic wall
around the U.S. It nmakes it very, very hard.

As you well know, sonme of the inplications within the

prohibition bill that's pending | ook at having Internet service
providers effectively block out sites. Well, there are 156 sites
now and that nunber is grow ng. To go through that procedure

continually with all those sites, with all those states is going
to be tough. And there are consuners, quite frankly, who wl
find a way around that. But that shouldn't stop, on the side of
devel opi ng good st andar ds, devel opi ng really i deal |y
i nternational nodel codes and sone reciprocity.

I think the —concern quite frankly from your
standpoint, if | were in your shoes from Nevada, | would | ook at
standards, say, from sone of the island nations or things like
that that are out there, opening this industry right now wth
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open arns and say, you may have concern about the standards. |Is
there sonething to be said for maybe hel pi ng those kind of people
to raise the bar, to get them so that they really do have solid
consuner protection in there? Because really to a certain extent
we can't do nmuch about what these other sovereign jurisdictions
are doi ng. W have the same issue with Indian gamng as it
relates to Internet gamng within the confines of the U S So
it's a sticky issue but one that can be worked through.

COWM SSI ONER BIBLE: And who are the nenbers of the
Interactive Gamng Council? Wat kind of activities are they
engaged in and do you have any feel for how much revenue they're
generating?

MS. SCHNEI DER: W have about 50 nenbers. They're
international in scope. They tend to be people who are either
operating or supplying system services to Internet gam ng, for
exanple, in our case, we're publishers of magazines, so in sone
cases there are information sites that are out there that just
cater to, you know, the ganbling consuner that's on the Internet,
and again in many cases they've built up sone interest in that.

In terms of the volune, no, unfortunately there
really is very little hard data on that. | know our conpany is
partnering up with Christensen Cummings to try to begin to
anal yze that and hopefully get some information from people so
that you really can take a | ook at the scope. | can tell you in
terms of the nunber of sites that in January of '97 we began
really tracking this very closely and there were about 15 sites.

Again, as of this week, it's over 150 and grow ng.
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COM SSI ONER MOORE: Do you know anyone that's ever
won and what were they playing and how nuch did they win and how
did they know t hey won?

V5. SCHNEI DER: Yes, | know people who have won and
| ost.

COM SSIONER MOORE: | can see if you're betting on a
horse, you can see the nunber running on the screen but if he's
pl aying a card gane, how does he know who is he playing against
and how does he know his cards beat soneone and the cards are
what they're supposed to be?

MS.  SCHNEI DER: Unfortunately it's a leap of faith

for many of these consuners. They don't really know what the
odds are. But quite frankly, | have three riverboats wthin a
mle of ny office, |I don't really know what the odds are there

either until the end of the nonth.

COW SSI ONER  MOORE; Pl aying blackjack or video
poker, if you get a pair of queens, you get your nickel back.
But who are you playi ng agai nst?

MS. SCHNEI DER: You're playing against the conputer
unl ess they have a nulti-player gane and there aren't very nmany.
Quite frankly, a lot of the Internet gamng that's out there
today is fairly primtive. You're beginning to see a situation
where they will now have nulti players, where you're actually
pl ayi ng agai nst sonebody in France and sonebody in Australia and
you're actually at that table with them and pl ayi ng agai nst them

COWM SSI ONER  MOORE: That woul d be a Thursday night
poker gane.

M5. SCHNEI DER: Exactly. Little |onger distance. No
snoke, though.
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COW SSI ONER MOORE:  Ri ght .
COW SSI ONER W LHELM Maybe for the two Attorneys
General, how would you police the Internet? If there are

prohi bitions at the federal |evel, how would you see policing it?

MR, YOUNGS: Under the Kyl bill our jurisdiction
would be Iimted to civil actions, under the Kyl bill. W'd be
given pendent civil jurisdiction to do that. In terms of
policing the Internet, | guess | disagree with Sue to a certain
extent. | don't think what we're talking about is erecting a
technological wall around the United States. |It's very easy for

an Internet provider to keep his or her website and ganbling
activities that he conducts over that website away from consuners
in a particular state. It's difficult, and as | wunderstand
probably fromtalking to M. Kesner and others, it's difficult to
keep that website from being accessed and viewed by people in a
particular area but at l|least the vast majority of the websites
|"ve seen that deal with Internet gam ng, which allow you to open
an account to ganble over their website, do so online. You can
fill out an online application and it is quite possible, as we
saw in one instance in which we were investigating and in
[itigation with a conpany, the state field of that online
application form can be tagged from the server's standpoint so
that it wll not receive applications from a particular
jurisdiction |like Mssouri.

If that happens and if a Mssourian types in
M ssouri, that website operator can send back a nessage that
happens al nobst instantaneously that says |I'm sorry, you can't
ganbl e over this website from your jurisdiction. So in ternms of
policing the Internet, | don't know if that's necessarily what
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we' re tal king about. In ternms of |law enforcenent, in terns of

seei ng whether or not website operators are conplying with the

laws, we'll do that the sane way we do that in various other |aw
enforcenent activities. We' Il conduct stings. W'l |  conduct
decoy purchases. W'I||l open up decoy accounts. That's how | aw

enforcement works and the technol ogical wonder of the Internet
does not change that approach at all.

MR. KESNER In ternms of pure and pertinent questions
regarding how to work on the Internet, we have at this tine
al ready engaged undercover investigators to take various
activities; wundercover playing with undercover nunbers to see
what is going on and how they can be invol ved. Nobody is going
to claim that any prohibition specifically outlined in federa
law is going to be 100 percent effective. What it is going to do
isit's going to express a public policy that this is illegal and
that it wll discourage the vast mjority of people from
participating and discourage people from bringing that activity
out into the open in the United States.

When you're policing the Internet, if you use that
term the difference between various types of businesses is
i nportant and ganbling in particular would be one that would be
particularly anenable to policing because of the fact that if
you're, for instance, selling <child pornography over the
Internet, and there's a |lot of comrerce in child pornography over
the Internet, these are the type of people that want to stay
behi nd the scenes, hide, not be there, not be out in the open and
so they use tricks and techniques of the Internet to go behind
the scenes, be anonynous and get away from the general flow of
conmmer ce.
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Ganbling on the other hand has the necessity to want
to prove that they're regulated, open and above board in
advertising and gain that type of credibility. In doing that,
they're also going to expose thenselves to being acknow edged or
at least noticed by the law enforcenent officials who want to
take action in a particular instance.

COWM SSI ONER Bl BLE: Have either states nodified
their statutes in order to nmake prosecution sinpler?

MR. KESNER I n Wsconsin we have actually determ ned
that for the interest that Wsconsin would ever need to express
internms of the Internet, our statutes have already been desi gned
broadly enough to cover this kind of activity, as opposed to the
federal |aw which has sone perhaps limtations on what would be
covered at the federal level. W've determned that the act of
ganbling and also the act of offering ganbling as a business are
both illegal in Wsconsin in a general scope and therefore, are
already illegal on the Internet and we've in fact taken
enforcenment actions against three different conpanies to test
that and have settled in at | east one case so far.

MR, YOUNGS: M ssouri's experience is simlar. e
believe our crimnal prohi bition against ganbling already
enconpasses or at least is broadly worded enough, although it
wasn' t initially witten when Internet ganbling was a
possibility, the definitions of the various terns at issue in our
statute, advancing ganbling activity, ganbling, ganbling device,
we believe also enconpass the Internet as well and we're also
engaged in a crimnal prosecution under that very statute.

COWM SSI ONER Bl BLE: So you're prosecuting for
exposing a gane for play in Mssouri without a |license?
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MR YOUNGS: Actually it's not without a I|icense.
Again, under our schene ganbling is illegal unless it's
aut hori zed, and basically in Mssouri the only way that you can
legally ganble or offer ganbling is on an excursion riverboat, a
charitable gam ng specifically authorized by a separate statute,
participating in the state lottery that's specifically authorized
by a separate statute. So ours is if it's not covered and not
bei ng conducted in one of those fashions, it's illegal and falls
under crimnal prohibition.

COWM SSI ONER MC CARTHY: M ss Schnei der, anong your
50 nenbers, are any of them casi no operators?

MS. SCHNEI DER: Yes. You nean existing? There are
several that have also |land based facilities. Is that what you
mean?

COW SSI ONER MC CARTHY: What kind of facilities?

M5. SCHNEI DER: Land based casi nos.

COWM SSI ONER MC CARTHY:  Overseas?

MS. SCHNEI DER:  Yes.

COW SSI ONER MC CARTHY: You said there are 150 sites
oper ati ng. Does that nean there are 150 different conpanies
runni ng those 150 sites?

M5. SCHNEI DER: No. There probably are about 110
There are some that have multiple front ends. | don't know how
to explain it. But the view on the screen and things |ike that
m ght be different but they lead into the same casi no.

COWM SSI ONER MC CARTHY:  Your personal involvenent is
you're a publisher of a communication that just infornms people
about devel opnents in the Internet ganbling industry?
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M5.  SCHNEI DER: It's not just about Internet
ganbling. Qurs is a general consuner ganbling nagazi ne.

COW SSI ONER  MC  CARTHY: Ckay. Is there any
organi zation in the industry that unites all of the overseas
casi no operators or lottery operators or whatever there are?

MS.  SCHNEI DER: The people that are doing the
I nternet ganbling? That is really the intent of the --

COWM SSI ONER MC CARTHY: | don't mean ganblers. | mean

t hose who run the establishnents.

M5. SCHNEI DER: The Interactive Gam ng Council is an
i ndustry association. It is operators and suppliers for the nost
part.

COW SSI ONER MC CARTHY: Have they tried to address
t hrough sone code of ethical conduct all of the issues that have
been raised by these two Assistant Attorneys General and by
others as well, how you prevent a nunber of the problens, what
kind of insurance coverage, how would you avoid m nors ganbling
over Internet, the list of things that have been raised here and
in the Congressional hearings?

M5. SCHNEI DER: The intent of that group was -- it's
a relatively new organization that's just really getting on its
feet. It's been around for about a year and a half, but we're
just getting staffed. There has been a code of conduct and there
have been responsible gam ng guidelines which I'd be happy to
share with you. W thought about adding that to the testinony.

COWM SSI ONER MC  CARTHY: Have they sponsored | egal
changes in the countries in which they have their sites,
i nvol ving insurance, involving all the other issues?

M5. SCHNEI DER: I n sonme cases they have.
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COWM SSI ONER MC  CARTHY: Is there a list of such
activities that have happened that you have?

MS. SCHNEI DER: For exanmple, the countries that are
I i censing?

COW SSI ONER MC  CARTHY: VWhat we're getting in the
mail here from the folks that want to run Internet ganbling
establishnments is that we ought to be regulated, shouldn't be
prohi bi t ed. We ought to be regulated. And if they've been
functioning for a year, a year and a half, whatever, 1'm just
interested in knowi ng what tangible steps they have taken as
evi dence of their good faith that they are responding to a litany
of rather serious problens that have been raised here and
el sewher e.

MS. SCHNEI DER: Yes, there have been a couple of
docunents put together and the intent is to, for exanple, to have
the dispute resolution, a seal of conpliance, code of conduct,
sone of the good housekeepi ng seal of approval.

COW SSI ONER MC  CARTHY: |"m asking if anyone has
specific information telling us what those actions were that were
undert aken.

MS. SCHNEI DER: The code of conduct and responsible
gam ng guidelines are available. | will get those to you.

COW SSI ONER MC  CARTHY: Fi ne. Laws that they' ve
sponsored or asked national |egislatures to enact in Australia or
Antigua or wherever, is there a conpilation of all those things?

MS.  SCHNEI DER: Yes. Actually that's what our
i ndustry publication called Interactive News has, gam ng news.

COWM SSI ONER MC  CARTHY: Wuld you share with the
Comm ssi on, pl ease?

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS

1323 RHODE ISLAND AVE., N.W.
(907 221122 WAQHINGTAN N~ 2NNNE-R7N1 wanan nan Irarnce ~n m



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

May 21, 1998 N.G1.S.C. Chicago Meeting 1/1

M5. SCHNEI DER:  Sur e.

COW SSI ONER MC CARTHY: Because what you share or
what the International Gam ng -- what was the group?

M5. SCHNEI DER: Interactive Gam ng Council.

COWM SSI ONER MC CARTHY: \What they share wll tell us
what action they've really taken so we can neasure their
sincerity in addressing these probl ens.

To the Assistant Attorneys GCeneral, | know you both
are versed in this, so you' ve been follow ng the hearings on the
Kyl legislation. The Kyl legislation appears to be the center of
activity to try to prohibit Internet ganbling. You've both been
followng that pretty closely?

MR. KESNER  Yes, very closely.

MR. YOUNGS: M. Kesner nore than ne.

COW SSI ONER MC CARTHY: Has the National Attorneys
General Association been followi ng that as wel|?

MR. KESNER: Yes. |'"ve actually been involved with
Senator Kyl's office on nearly a daily basis.

COW SSI ONER MC CARTHY: Have you published anything
that responds to all the objections that have been raised by
t hose who wish to participate in Internet ganbling?

MR,  KESNER: Are you referring specifically in
reference to the Kyl bill or in general ?

COWMM SSI ONER MC CARTHY:  Bot h.

MR KESNER: The National Association of Attorneys
Ceneral, our subconmttee has prepared two reports, one in the
summer of 1996 and one in the summer of 1997. And likely we'll
prepare another one for the sumrer neeting of Attorneys GCenera
this year on Internet ganbling in general and sone of the issues.
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Qur first one was actually a report which addressed sone of the
initial problenms and suggested legislation very simlar to what
Senat or Kyl has proposed at this point.

We've also been working quite closely preparing a
di scussion and docunentation on the Kyl bill itself. As that
comes to the floor of the Senate, there will be a |ot of debate
on the floor. There's going to be a lot of political maneuvering
on the floor.

COWM SSI ONER MC CARTHY: Wuld you mnd sharing with
us -- | take it you haven't done so yet.

MR KESNER: | know we have shared the reports. I
believe the reports are avail able at Conm ssion staff.

COWM SSI ONER MC CARTHY: Are these reports within the
context of the hearings? | want to make sure that the specific
obj ections raised by various people in the industry or people not
in the industry, M. Bell fromthe Cato Institute. | don't know
if you ve seen a copy of the testinony he's going to give here

when he arrives.

MR. KESNER: | have swapped sone E-mails with him on
t he topic.

COW SSI ONER MC CARTHY: Then you probably know al
of his positions. He's for leave it happen, the governnent

really doesn't have a role in trying to prohibit this. But w'd
be interested, because this Comm ssion is going to take a | ook at
possi bly conm ssioning sonme research but certainly pursuing this
issue. Wuld you share with us updated specific answers to the
obj ecti ons bei ng rai sed, how you handl e t henf

MR.  KESNER: | wll attenpt to do that. I will
accunul at e whatever docunents we have. W don't have a specific
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one prepared, but as they becone available and the new report
cones out in June or July, I wll get that to the Comm ssion as
wel | .

COWM SSI ONER MC CARTHY:  Thank you.

CHAI RVAN JAMES: |'m not sure that you will know the
answer to this but if not, you can help the Conmm ssion figure out
where to go and get it. If I were the parent of a young child
and | think we've already established that it would be fairly
easy for that child who is probably far nore conputer literate
than his nother, to get on the Internet. Wat kind of software
or what Kkinds of precautions exist out there that | as a parent
can access right now? Do any of you have any such information or
how woul d a parent go about doing that?

MR. KESNER:.  Probably one of the nobst popul ar ways to
talk about control of Internet content that's been discussed a
lot in the past is the use of software at the hone conputer or
the termnal that the child mght be using. There are a nunber
of software packages that have been nmade avail abl e over the past
two years, commercially devel oped and not very expensive. I n
fact, nost online service providers now are providing one form or
another of that for free to their custoners so that they can do
that thensel ves, at |east the major providers.

Nobody has ever argued that any of these prograns are
100 percent effective on any topic really. The other issue is
that nost of them are actually targeted towards pornography and
sone of the nore traditional vices that children tend to go
towards, tend to gravitate towards. For instance, one of the
software prograns defines ten or 12 different things that it
woul d make attenpts to filter out. It wll say a list of things
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and then nunber 11 or 12 is other things including ganbling, the
way it's been listed on the advertising that |'ve seen for the
prograns in the past. So they haven't made ganbling a particul ar
priority that 1've seen in their filtering technol ogy but they
are starting to develop these kind of things that use various
t echni ques.

M5. SCHNEIDER: If | could just respond to that, too.
| do want to just echo that there is software, filtering software
out there. As a matter of fact, we just devel oped a partnership
with one of the filtering conpanies to begin with, to make sure
that ganbling is included in there.

But | do want to add that just from a straight
busi ness standpoint, from the point of view of these operators,
it's to their advantage to nmake sure that they have as nmany
safeguards and as many hoops to junp through to verify that
that's not a child in there, just from a straight business
standpoint. Gven the laws with credit cards, there's a variety
of options that people m ght use to open up an account. It could

be wire transfer, check, noney order, credit card. To do that,

if for exanple, | have a 16 and 17-year-old, if | find that a
transaction shows up on a particular credit card bill, first of
all, that probably would happen once but secondly, you have the

ability for an unauthorized charge by a mnor, to have a charge-
back on that. That conmes back out from the nerchants, the
operators in this account. So just from the standpoint of them
not having a | ot of charge-backs and | osing noney in that regard,
t hose are the kind of issues that are in there.

CHAI RVAN JANES: If it were a charge-back, how do |
find you to charge it back?
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M5. SCHNEI DER:  You go back through your credit card
conpany and di spute the charge.

MR. YOUNGS: May | speak to that issue also? Al of
these efforts that we talk about and M ss Schneider and | have
di scussed these a little bit as well, even today, all of these,
if you look at this issue as a consuner protection issue which is
how Attorney General N xon |ooks at it, then any -- and
acknowl edging to a certain extent and probably to a |arge extent
that we as parents need to be responsible for our children and
taki ng that acknow edgenent -- all of the things that |'ve heard
tal ked about, net nanny, cyber nanny, all of the filtering
software, all of the efforts that you can take as a parent to
ef fectuate a charge-back on your credit card if your child has
opened up a ganbling site using your charge card, the bionetric
scanning devices that at sonme point the market may force us al
to buy because we won't be able to do anything on the Internet
without them but it wll at least initially cause you as a
consuner to have to buy sonething to effectuate the ability of
your conputer to read your retina or your thunmb print. Al of
these things, if these steps are being proposed as ways to nake
I nternet ganbling safer, the point needs to be nade that all of
these steps are being inposed on consuners, steps that consuners
have to take to protect thenselves. That | think is the
fundanmental question and the difficulty that at |east Attorney
General N xon has with this entire discussion is that in terns of
pronoting and tal king about ways to make the industry safer, so
far all we've heard are ways that consuners can protect
t hensel ves. | respectfully submt that that's not the way this
Comm ssi on should be | ooking at this issue.
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CHAl RMAN JAMES: Thank you.

COW SSI ONER BI BLE: For each panelist, froma policy
standpoint, what are the inplications of Internet wagering for
the work of this Conm ssion?

MR. KESNER: The Internet has changed the face of
ganbling and wagering activity. | think, as has been stated
before, ganbling in the United States at |east and worl dw de, has
al ways been regulated at primarily the local level and in the
United States at the state level. The Internet has nade it very
efficient to cross borders with the ganbling activity and other
commercial activities as well.

Each individual state, and you've obviously seen this
as you' ve gone through your study and you'll see this again, has
a different way of regulating ganbling. The state of New Jersey
and the Atlantic Cty casinos are regulated a lot differently
than the state of Nevada's casinos and they're regulated a |ot
differently from the tribal casinos in Wsconsin and the
riverboats in Mssouri. There are so many bal ancing tests being
done anong the various factors that the individual states | ook at
in deciding what their own public policy is going to be.

The Internet makes it very difficult for an
individual state to enforce its own carefully crafted public
policy and its own weighing of those interests in order to neet
what it thinks is necessary or appropriate for the citizens of
that state. The Internet has taken it and thrown that w de open.
| believe, as Allison Flatt stated earlier, it's very significant
that two years ago the State Attorneys General requested federal
legislation to address this issue and prohibit it. As you're
probably well aware, State Attorneys General don't l|like to ask
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the federal government for nmuch and they like to be very
i ndependent for the nost part. So that in and of itself is a
very significant step and seens to state the inportance of this
issue at the state policy |evel.

MR YOUNGS: | agree with M. Kesner. | nt er net
gam ng changes the entire issue. |If this Comm ssion's burden and
responsibility over the next year or so or however long it has
left looking at this issue is to examne the societal and the
econom c inpacts, just from what |'ve read | think sonebody
i ndicated, maybe it was Allison, that not too many of these
website operators are too intent upon giving too nuch in the way
of financial information. Sone of them are publicly traded as

penny stocks, so they obviously are required to submt financial

statenents to the SEC Looking at those, this is a grow ng
industry and it's growi ng by | eaps and bounds. | don't know what
the exact nunber is going to be but | think that it does

significantly, in addition to taking a |ook at the issue fromthe
standpoint of the states, actually being in a sort of novel
position of requesting intervention from the federal governnent
in the way of legislation prohibiting this, | think that it also
gl obalizes the issues that this Commssion is charged wth
exam ning because the Internet is here to stay and it 1is
pervasive and it is w despread.

So to the extent that this gamng industry is a
growing industry, and it clearly is, the societal and economc
inmpact of that | think magnifies this Comm ssion's obligation
whereas you were originally just |ooking at |and based casinos
and other types of gamng, the Internet aspect | think expands
your scope significantly.
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COWM SSI ONER MC  CARTHY: Let me ask both of you
fellows, we've only being talking about Internet ganbling as it
af fects overseas operations. Do your bosses or Attorneys General
in the United States have a position about |Internet ganbling that
doesn't involve foreign sites but involves -- suppose soneone
from another states wants to buy into the lotteries? Both of
your states have lotteries, don't they?

MR YOUNGS: Yes.

MR KESNER:  Yes.

COW SSI ONER MC CARTHY:  Suppose soneone from anot her
state, soneone from ny state California, wants to use the
Internet to buy in or use the Internet to ganble in one of the
I ndi an ganbling sites in your state or the riverboat sites, do
you have any objection to that?

MR. KESNER: You' ve actually asked what sonme of us
m ght call a | oaded questi on.

COW SSI ONER MC CARTHY: A | oaded questi on?

MR. KESNER: Not negatively, but it's a question --
maybe a softball is nore the issue. W've actually taken action
in Wsconsin against three different conpanies. W' ve taken
civil action at this point against three different conpanies. W
did in the past against an interstate lottery retailer. There is
a federal statute now prohibiting the sale of interstate lottery
tickets in interstate comrerce. W've actually also taken action
and we have a pending civil lawsuit, an enforcenent |awsuit under
our public nuisance action, against an Indian tribe in Idaho
which is offering a ganbling site on the Internet. M ssouri has
also filed a suit against the sane tribe. That one is currently
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bei ng di scussed being appealed to the 7th Crcuit here in Chicago
on a sovereign inmunity issue.

COWM SSI ONER MC  CARTHY: Is that the Coeur d'Alene
case?

MR. KESNER: Yes. W have filed that but we did get
at least an initial ruling fromour D strict Court Judge that we
would have long arm jurisdiction, even though they hadn't
physically set foot in the state of Wsconsin for the purpose of
this operation, we do have enough of an interest at |east to get
over the initial hurdles on jurisdiction. So we have gotten that
initial ruling. So we filed a suit there.

In fact, another of our lawsuits involved in the
Internet ganbling industry was against a conpany which proposed
to open an Internet site based in Wsconsin, based in Gak Creek,
W sconsi n. They canme to the Governor and then subsequently to
our office, the Attorney General's office and asked whether they
could set up their servers in OGak Creek, Wsconsin in a building
that they own. W said no, you can't. W think it would be
agai nst the | aw. Then they filed a declaratory judgnment and we
filed back against them W just settled that.

They' ve agreed not to open and we did enter a consent
decree and a final judgnent in our favor. W won that case
They agreed not to open their site in Wsconsin. In fact,
they're opening it based out of South Africa now.

CHAI RVAN JAMES: Any ot her questions?

COWM SSI ONER LANNI : | have one for M ss Schneider.
O your, | think you nmentioned 50 nenbers or so, would you know
or would it be available of how many of those entities are
responsi bl e for paying taxes here in the United States?

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS

1323 RHODE ISLAND AVE., N.W.
(907 221122 WAQHINGTAN N~ 2NNNE-R7N1 wanan nan Irarnce ~n m



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

May 21, 1998 N.G1.S.C. Chicago Meeting 18V

M5. SCHNEI DER: There are a nunber that are --as Dale
mentioned, there are sone that are publicly traded that are in
the U S., although their operations for gamng are outside of the
uU. S. There are also sone software supply conpanies that are
operating wth offices in the US., software suppliers to
| nt er net gam ng.

The other ones, for exanple, Inner Lotto, in
Li echtenstein, Inner Keno which is in Gbraltar. There are a
nunber of other conpanies that are all totally based outside of
the U S

COWM SSI ONER LANNI : O the operators, how many are
based in the United States of your nenbership?

M5. SCHNEI DER: The only ones would be those that
woul d be on Indian | ands.

There are no other -- that I'maware of, there are no
other Internet gam ng operations within the confines of the U S
ot her than on Indian | and.

COWMM SSI ONER LANNI:  Any pari -nutuel menbers?

M5. SCHNEI DER:  No, not at this point.

CHAI RVAN  JAIMVES: Any other questions? 1'd like to
thank our three panelists that have presented so far. My
suggestion is going to be that we go ahead and take our break
right now. Hopefully by that time M. Bell wll have arrived
since this panel was supposed to start about in about five
m nutes anyway. | understand that there's been a request that we
repeat the video during the break time and we will do that for
the benefit of whoever it is that would like to review that
agai n.
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Agai n, thank you and we hope that you wll continue
to follow the work of the Conm ssion and that you would conti nue
to give us the benefit of your w sdom and your advice and your
counsel . Thank you.

W will recess.
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